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REPORT OF THE DIRECTORS 
OF 

The Cincinnati and Suburban Bela. Telephone Co. 
For the Year 1939 


Cincinnati, Ohio, March 4,1940. 
To the Shareholders: 

The improvement in business conditions during the 
year 1939 was reflected in the gain in telephone stations. 
The Company had a station gain for the year of 7,58G 
telephones. This compares with the gain of 3,618 sta¬ 
tions for the year 1938. 

Sales efforts were carried on throughout the year by 
a small, carefully trained force of salesmen, and by 
employees of all departments of the Company. 25,764 
new telephones were installed, which offset 18,178 tele¬ 
phones taken out, and left the yearly gain as shown 
above. On December 31,1939, the Company had 189,335 
stations in service. The previous maximum telephones 
of 187,324 attained by the Company in May, 1930, was 
passed during October, 1939. 

Telephone operating revenues were $10,613,189, an 
increase of 3.07 per cent. Telephone operating expenses 
including taxes were $7,804,104, an increase of 2.40 per 
cent. The net income available for dividends amounted 
to $2,777,600 for the year 1939. Dividends amounting 
to $2,473,956 were paid. 

Replacements of telephone plant, together with ex¬ 
tensions and betterments, are continuously necessary 
in order to meet the requirements of first-class tele- 
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phone service. In 1939 the expenditures for these 
purposes amounted to $3,698,053. During the year 
retirements of plant from service amounted to 
$2,093,239. The result of these additions and retire¬ 
ments was a net increase in plant investment of 
$1,604,814. Several matters of importance to this Com¬ 
pany, however, regarding the extension of plant to serve 
customers in new locations and the possible retirement 
of useful plant due to factors beyond our control have 
arisen, but these are being met by the management to 
the best of its ability. 

The new VAlley office, referred to in the Annual 
Report for 1938, was completed on schedule, and dial 
service started in June, 1939. A picture of this building 
is shown opposite page 3 of this report. Dial service 
also was started in Batavia, Ohio, in June, 1939, and in 
Loveland, Ohio, and Williamstown, Glencoe and War¬ 
saw, Kentucky, in the Fall of 1939. The Warsaw dial 
completion was scheduled to be cut into service on 
December 19, 1939, but due to the destruction of the 
old exchange and equipment by fire on November 27, 
a temporary switchboard was installed in one of the 
rooms in the new County Court House at Warsaw to 
handle its toll and assistance calls. At two o’clock in the 
afternoon after the fire the dial exchange was cut into 
service. The AVon-UNiversity and HEmlock central 
office buildings were remodeled during the year, and 
dial equipment is now being installed in the AVon- 
UNiversity building to be ready to render dial service 
to subscribers in our WOodburn office in June, 1940. 
Equipment is also being installed in the remodeled 
HEmlock building to furnish dial service to SOuth sub¬ 
scribers in June, 1940. 

The Benefit Plan, adopted twenty-six years ago, cov¬ 
ering sickness disability and death benefit payments, 
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and pensions for employees, has been modified, effective 
as of January 1, 1940, in recognition of the Federal 
Social Security Act Amendments of 1939, which became 
effective on the same date. A statement as of December 
31, 1939, of the Pension Trust Fund established by the 
Company, issued by The Bankers Trust Company, 
Trustee, is shown on page 13 of this report. During 
the year 1939 payments under the Benefit Plan were 
as follows: 


Service Pensions (paid from 

Pension Trust Fund).$ 72,658.23 

Disability Pensions. 4,729.37 

Payments after Death of Pensioner 6,557.24 

Accident Disability Expense. 1,453.05 

Accident Disability Benefits. 2,955.09 

Sickness Disability Benefits. 41,361.20 

Death Benefits—Accident. 1,331.94 

Death Benefits—Sickness. 10,067.69 

State Insurance. 1,323.55 


Total Expenditures.$142,437.36 


Attention has been given by all departments through¬ 
out the year towards improving the quality of the 
service both from a technical standpoint and from the 
standpoint of being pleasing to our customers. Com¬ 
plaints of service difficulties have been lower than for 
any previous year. The quality of the equipment and 
the work of installing telephones has continued to be of 
such excellence that the subscribers’ telephones now are 
reported in trouble, on the average, only once in eigh¬ 
teen months. When telephones do get out of order, the 
necessary repairs are made promptly, in large part 
within two hours. 

Continued efforts both on the part of the employees 
and management to prevent accidents have been carried 
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on throughout the year 1939. These efforts have resulted 
in an all-time low in accidents, and an all-time high in 
the miles driven by our automobile fleet per accident. 

During the year our employees of over twenty-one 
years’ service have continued their activities through 
their Chapter in the Telephone Pioneers of America. 
They have established on the tenth floor of our 225 East 
Fourth Street Building, an historical room in which are 
being gathered things of interest in connection with 
the earlier years of the telephone business, such as, 
early equipment, early directories, pictures of our early 
telephone buildings, and pictures of the employees who 
did so much of the pioneering in establishing the tele¬ 
phone business. The Company would be pleased at any 
time to have the shareholders or customers visit this 
exhibition. 

In the accompanying financial reports the expenses 
and revenues of the Citizens Telephone Company, which 
operates the Kentucky properties under lease, have 
been combined with those of The Cincinnati and 
Suburban Bell Telephone Company. 

All employees have given their best efforts through¬ 
out the year in all phases of the Company’s work, and 
these efforts have resulted in good telephone service 
and efficient operation of the Company. The Officers 
and Directors wholeheartedly record their appreciation 
of the continued excellent work of all employees 
during 1939. 

For the Board of Directors, 

A. J. Allen, 

President. 
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FINANCIAL STATEMENTS 


The Balance Sheet and Income Statement which fol¬ 
low on pages 8 to 11, inclusive, summarize the accounts 
of The Cincinnati and Suburban Bell Telephone Com¬ 
pany after consolidating therein the assets, liabilities, 
revenues, expenses and income of the Citizens Tele¬ 
phone Company arising out of its operations under 
lease of Kentucky properties of The Cincinnati and 
Suburban Bell Telephone Company. This lease provides 
that all net earnings of the lessee shall accrue to the 
lessor as rental, and the financial statements treat the 
two companies as a single entity. 

The accounts of these companies have been main¬ 
tained in accordance with Uniform Systems of Accounts 
prescribed for Telephone Companies by Federal au¬ 
thorities since January 1,1913—-originally by the Inter¬ 
state Commerce Commission and since July, 1934, by 
the Federal Communications Commission. The pres¬ 
ently prescribed accounting requires, with certain 
exceptions, that the accounts for telephone plant show 
the original cost of property at the time of its first 
dedication to the public use, whether by the accounting 
company or by a predecessor owner. The total shown 
for “Telephone Plant” represents such original cost, 
which is substantially the cost of the plant to the 
Company. 

J. J. Becker, 

Vice President and General Auditor. 


— 7 — 







The Cincinnati and Suburban Bell Telephone Company 

Comparative Balance Sheet- December 31, 1939 and December 31, 1938 

(Consolidating therein assets and liabilities of the Citizens Telephone Company arising out of 
its operations under lease of Kentucky properties of The Cincinnati and Suburban Bell 
Telephone Company.) 

ASSETS 



Dec. 31, 1939 

Dec. 31,1938 

PLANT AND OTHER INVESTMENTS: 



Telephone Plant . 

Comprised of land and buildings, rights of way, 
poles, wire, cable, underground conduit, switch¬ 
boards, telephones, office furniture, vehicles, tools, 
etc. At December 81, 1939 this property was 
classified in the accounts as follows: 

Telephone plant in service.$45,022,635.23 

Telephone plant under construc¬ 
tion . 864,905.71 

(See page 7.) 

$45,887,540.94 

$44,282,726.72 

Miscellaneous Physical Property. 

Real estate not now held for telephone purposes. 

52,132.95 

120,298.07 

Investment in Subsidiary Company. 

Capital stock. 

32,936.70 

32,936.70 

Other Investments. 

Mortgage notes. 

10,000.00 

13,000.00 

Total Plant and Other Investments. 

$45,982,610.59 

$44,448,961.49 

CURRENT ASSETS: 



Cash. 

$ 1,250,486.16 

$ 1,527,862.66 

Working Funds. 

Cash held by employees and agents as working 
funds. 

11,195.00 

8,851.26 

Temporary Cash Investments. 

Funds temporarily invested in U. S. Government 
securities. 

None 

351,254.65 

Material and Supplies . 

Carried principally for construction and mainte¬ 
nance purposes. 

459,073.03 

484,667.73 

Accounts Receivable . 

Amounts due for service (less reserve for uncollect¬ 
ible accounts), toll settlements, interest, dividends, 
rents and miscellaneous items. 

718,806.08 

691,594.66 

Total Current Assets . 

$ 2,439,560.27 

$ 3,064,230.96 

DEFERRED DEBITS: 



Prepayments. . 

Rents, taxes, insurance, cost of directories, and 
other expenses prepaid and applicable to periods 
after close of year. 

$ 41,004.41 

$ 47,794.47 

Other Deferred Debits . 

Miscellaneous items, the final disposition of which 
had not been determined at the end of year. 

11,304.94 

13,630.50 

Total Deferred Debits . 

$ 52,309.35 $ 61,424.97 

TOTAL ASSETS . 

$48,474,480.21 

$47,574,617.42 










































The Cincinnati and Suburban Bell Telephone Company 

Comparative Balance Sheet—December 81, 1939 and December 31, 1938 


LIABILITIES 


Dec. 31,1939 Dec. 31,1938 


CAPITAL STOCK: 

Common Stock.. • 

Par value of common stock outstanding 
(Authorized 1,000,000 shares, 
outstanding 549,708 shares) 

Premium on Capital Stock. 

Amount received in excess of par value. 

Total Capital Stock. 


$27,488,400.00 $27,488,400.00 

72,756.47 72,756.47 

$27,561,156.47 $27,561,156.47 


NOTES SOLD TO TRUSTEE OF PENSION 
FUND*. 


$ 1,292,462.91 $ 1,36 4,275.88 


CURRENT AND ACCRUED LIABILITIES: 
Advance Billing and Customers’ Deposits. . . $ 

Accounts Payable and Other Current 

Liabilities.•.• • ■■■ ■ 

Amounts owing for payrolls, supplies, toll settle¬ 
ments, and miscellaneous items which are in pro¬ 
cess of payment. 

Taxes Accrued but not Due. 

Dividends declared, payable after close of year. 

Total Current and Accrued Liabilities $ 


281,965.51 $ 
641,621.19 


1,232,721.60 

615,740.16 

2,771,948.46 $ 


273,636.03 

661.462.15 

1,186,632.66 

615.740.16 

2,737,471.00 


DEFERRED CREDITS.. $ 3,990.58 $ 37,329.92 

Miscellaneous items, the final disposition of which 

had not been determined at end of year. ___ _ 


RESERVES: 

Depreciation and Amortization Reserves..... 

Provision to meet loss of investment in depreciable 
plant upon its ultimate retirement from service. 

Other Reserves. 

Amount set aside for pending accident cases. 

Total Reserves. 


$13,249,022.12 

10,171.86 

$13,259,193.98 


$12,587,119.79 

11,945.80 

$12,699,065.59 


SURPLUS: 

Unappropriated Surplus.. 

Analysis of increase during 1939: 
Net income after dividends. . . 
Miscellaneous Additions. 

Total Additions. 

Miscellaneous Deductions. . . . 


$ 3,585,727.81 $ 3,275,318.56 

$ 808 , 643.95 

8 , 461.51 


312,105.46 

1 , 696.21 


Net Increase.$310,409.25_ 


TOTAL LIABILITIES. $48,474,480.21 $47,574,617.42 

•Demand Notes held by Trustee as an investment of pension trust funds not presently re¬ 
quired to meet pension payments. See page 13. Under present arrangement, with the Trustee 
t\>e Company expects to retire approximately $76,000 of these notes during 1940. 


J. J. Becker, 

Vice President and General Auditor. 
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The Cincinnati and Suburban Bell Telephone Company 

Comparative Income Statement—Years Ended December 31, 1939 
and December 31, 1938 

(Consolidating therein revenues, expenses and income of the Citizens Telephone Company arising 
out of its operations under lease of Kentucky properties of The Cincinnati and Suburban Bell 
Telephone Company.) 



Year 1939 

Year 1938 

Local Service Revenues. 

Revenues from local exchange service. 

$ 9,195,601.10 

$ 8,936,988.10 

Toll Service Revenues. 

Revenues from long distance and local toll service. 

995,988.28 

928,412.38 

Miscellaneous Revenues. 

Revenues from directory advertising, rents and miscel¬ 
laneous sources. 

438,101.55 

455,268.37 

Total. 

$10,629,690.93 

$10,320,668.85 

Less—Uncollectible Operating Revenues .. 

16,501.75 

23,677.67 


Provision for revenues which may be uncollectible. 


Total Operating Revenues . $10,613,189.18 $10,296,991.18 


Current Maintenance .$ 1,866,916.61 $ 1,694,894.36 

Cost of inspection, repairs, and rearrangements required 
to keep the plant and equipment in good operating con¬ 
dition. 


Depreciation and Amortization Expense. 1,594,318.96 1,574,907.37 

Provision to meet loss of investment when depreciable 
plant is retired from service, based on rates for the dif¬ 
ferent classes of property which are designed to spread 
this loss of investment uniformly over its service life. 

Such provision represented 3.8% of depreciable plant in 
service during 1939 and 3.9% during 1938. 

Traffic Expenses. 1,362,033.04 1,620,218.68 

Costs incurred in the handling of messages, principally 
operators' wages. 


Commercial Expenses . 512,876.74 475,675.68 

Costs incurred in business relations with customers; pay 
station commissions; also the cost of directories, sales 
activities, advertising, etc. 


Operating Rents . 31,101.26 70,444.09 

Rents for use of buildings, poles, conduits and other 
facilities 

























The Cincinnati and Suburban Bell Telephone Company 
Comparative Income Statement—Years Ended December 31, 1939 
and December 31, 1938 

(Continued) 

Year 1939 Year 1938 


General and Miscellaneous Expenses: 

Executive and Legal Departments.$ 97,749.41 $ 

Accounting and Treasury Departments. 320,756.05 

Provision for employees’ service pensions. 88,744.00 

Employees’ sickness, accident, death and dis¬ 
ability and other benefits. 74,459.13 

Services received under license contract. 150,541.29 

Other general expenses. 156,383.20 

Less: Expenses charged Construction. 64,414.25 


94,438.41 

313,610.50 

88,818.00 

73,749.16 

146,065.20 

153,071.49 

60,269.55 


Total General and Miscellaneous Expenses... $ 824,218.83 $ 809,483.21 


TOTAL OPERATING EXPENSES. $ 6,191,464.34 $ 6,145,623.38 

NET OPERATING REVENUES. $ 4,421,724.84 $ 4,151,367.80 


Operating Taxes: 

Federal income tax. ; $ 

Social Security taxes (excluding $21,301.81 in 
1939 and $20,971.31 in 1938, charged to con¬ 
struction) . 

Other taxes (principally State and local)._ 


565,542.15 $ 

132,130.82 

914,966.31 


524,718.05 

134,256.39 

816,432.91 


Total Operating Taxes 


$ 1,612,639.28 $ 1,475,407.35 


NET OPERATING INCOME.$ 2,809,085.56 $ 2,675,960.45 


Non-Operating Income . 23,705.83 62,819.66 

Dividends and interest, and other miscellaneous income, 

net. __ _ 


INCOME AVAILABLE FOR FIXED 
CHARGES. 

INTEREST. 


$ 2,832,791.39 $ 2,738,780.11 
55,191.44 58,662.38 


NET INCOME AVAILABLE FOR 
DIVIDENDS. 


$ 2,777,599.95 $ 2,680,117.73 


DIVIDENDS ON COMMON STOCK. 2,473,956.00 2,473,956.00 


INCOME BALANCE TRANSFERRED 
TO SURPLUS. $ 303,643.95 


$ 206,161.73 


J. J. Becker, 

Vice President and General Auditor. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 
Cincinnati, Ohio. 

We have examined the balance sheet of The Cincin¬ 
nati and Suburban Bell Telephone Company as at 
December 31, 1939, and the related income statement 
for the year 1939, which consolidates therein the assets, 
liabilities, revenues and expenses of the Citizens Tele¬ 
phone Company as explained on page 7. We have re¬ 
viewed the system of internal control and the account¬ 
ing procedures of the company and, without making a 
detailed audit of the transactions, have examined or 
tested accounting records of the company and other 
supporting evidence, by methods and to the extent we 
deemed appropriate. 

In our opinion, the financial statements (pages 7 to 
11) present fairly the position of The Cincinnati and 
Suburban Bell Telephone Company at December 31, 
1939, and the results of its operations for the year 
1939, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of 
the preceding year. 

Lybrand, Ross Bros. & Montgomery. 

Cincinnati, Ohio 
January 30,1940. 
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TRUSTEES REPORT OF PENSION TRUST FUND 


ESTABLISHED BY 

The Cincinnati and Suburban Bell Telephone Co. 


Balance in Fund—December 31,1938.$1,653,423.00 

Additions to Fund During 1939— 

Payments into Fund by Company $ 88,744.00 

Interest Revenue, including gain or 

loss on investments disposed of. . 63,361.93 

Total Additions .$152,105.93 

Disbursements for pensions during 1939 72,658.23 

Net Increase in Fund . $ 79,447.70 

Balance in Fund—December 31, 1939. $1,732,870.70 


Comprised of— 

4 % Demand Notes of The Cincinnati and Suburban 


Bell Telephone Company.$1,292,462.91 

Bonds of Bell Telephone Companies. 114,371.90 

U. S. Government Obligations. 32,905.30 

Public Utility and Industrial Bonds 253,148.70 

Cash and accrued interest not due. 39,981.89 


Total . $1,732,870.70 


Note: Securities are shown on amortized basis. 


Bankers Trust Company, Trustee 


By W. B. 

New York, N. Y., January 19,1940 


Dunckel, 
Trust Officer. 


— 13 — 




























— 


— 










